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Telephone Bills: 

Charges on Local Telephone Bills 



Summary 

Telephone bills are becoming more and more complex and such change and 
complexity occasion congressional and regulatory attention as well as constituent 
requests for explanation of new charges on their bills. As local telephone companies 
provide additional caller services and continue to act as billing agents for long- 
distance and information service providers, a customer’s local bill can include 
charges for myriad options that did not exist a few years ago. Bills may now contain 
charges labeled federal subscriber line charge, presubscribed interexchange carrier 
charge, “national access fee,” “carrier line charge,” “federal universal service 
charge,” or local telephone number portability. In addition, customers may now 
receive bills for different telecommunications services from different 
telecommunications service providers. 

In the past, long-distance companies usually billed business customers directly 
and residential customers through a local phone company. Recently, long-distance 
companies have begun billing residential customers directly. One bill has become 
two. Cellular telephone and personal communications services (PCS) providers, 
competitive local exchange carriers (CLEC), and paging companies usually send bills 
directly to the consumer. Some cable television companies are providing local 
telephone service, and those charges may appear on a cable bill. 

Although surveys show that consumers prefer one readable and understandable 
bill, there is no federal regulation or law that dictates the layout or wording that is 
used on bills. This report lists and describes the possible basic charges that 
commonly appear on most local service telephone bills and discusses the practice of 
“cramming,” the appearance of unauthorized and possibly illegal charges on 
telephone bills. An overview of various actions by the Federal Communications 
Commission (FCC) is also provided. 

This report will be updated as events warrant. 
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Telephone Bills: 

Charges on Local Telephone Bills 

Telephone Companies 

According to estimates of the Federal Communications Commission (FCC), 
there are over 2, 100 companies that provide some type of local telephone service and 
over 1,000 companies that provide some type of long-distance telephone service in 
the United States. 1 There may be almost that many ways of presenting a telephone 
bill to a customer. The FCC does not dictate the form or wording of a telephone bill. 
State public utility commissions, the entities that oversee telephone industry 
regulation within each state, generally do not try to control form and wording of 
telephone bills either. A collection of FCC Fact Sheets concerning various telephone 
industry issues is available at [http://www.fcc.gov/cgb/information_directory.html] 
and also at [http://www.fcc.gov/cgb/telephone.html]. 

Coalition for Affordable Local and Long-Distance 
Services (CALLS) 

In August 1999, six of the largest phone companies (AT&T, Sprint, Bell 
Atlantic, BellSouth, SBC, and GTE) announced an industry plan to substantially 
revise the complicated system of telephone access charges, 2 which include the 
subscriber line charge (SLC, see the section Subscriber Line Charge) and the 
presubscribed interexchange carrier charge (PICC, see the section Presubscribed 
Interexchange Carrier Charge). The plan, referred to as CALLS, was modified by the 
coalition of phone companies after criticism from the LCC and consumer groups. 
The LCC adopted the main provisions of this five-year access reform plan on an 
interim mandatory basis on May 31, 2000. 3 The access charge rate structure is 
mandatory for all major local phone companies with certain rate level components 
being mandatory on an interim basis. The mandatory nature of the plan has been 
criticized by some companies who do not believe that the plan does enough to 
guarantee affordable local telephone service in rural, high-cost areas. The plan 
permits some companies to opt out after the first year. Those who opt out will be 



1 U.S. Federal Communications Commission, Statistics of Communications Common 
Carriers, 2002/2003 Preliminary edition, Washington, 2003, p. 2 12. Available via the FCC 
website at [http://www.fcc.gov/wcb/iatd/socc.html]. 

2 Access charges are the fees that long-distance companies pay to local telephone companies 
for access to the local phone network. 

3 U.S. Federal Communications Commission, In the Matter of Access Charge Reform..., 
FCC 00-193, adopted May 3 1 , 2000, released May 3 1 , 2000. Available via the FCC website 
at [http://www.fcc.gov]. 
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subject to special cost studies. Some major long-distance and local telephone 
companies that were not parties to the proposal and certain consumer groups have 
criticized the plan. US West, recently acquired by Qwest and the only large local 
phone company that did not agree to the CALLS plan, and the National Association 
of State Utility Consumer Advocates (NASUCA) both filed petitions in court for 
review of aspects of the CALLS plan. US West believed the plan was “arbitrary, 
capricious and otherwise contrary to law.” NASUCA representatives stated that the 
plan would actually raise phone bills. On September 19, 2000, Qwest altered its 
position concerning CALLS and agreed to carry out its provisions. Qwest also 
announced that it would drop various lawsuits that it had filed and would review 
others. 

Access Charges 

Subscriber Line Charge (SLC). The subscriber line charge is a federally 
regulated charge that first appeared on phone bills following the divestiture of the 
American Telephone & Telegraph Company (AT&T) in 1984. It is also referred to 
as an “access charge” and is intended to allow local telephone companies to recover 
some of the fixed costs (telephone wires, poles, and other facilities) of connecting 
phone customers to the interstate long-distance network. When a customer makes 
an interstate long-distance call, in the vast majority of cases he/she must use a local 
phone company’s network to connect to the long-distance network. Access charges 
are paid to local telephone companies by both the end user (business or residential 
customers) and the long-distance company carrying a long-distance call. The SLC 
paid by end users appears on a bill as a specific itemized charge. The long-distance 
company that carries an individual long-distance call pays access charges to both the 
local phone company originating the call and the one terminating the call. The access 
charges paid by the long-distance carriers do not appear on a telephone bill. Over the 
past few years, the FCC reduced the amount of access charges paid by long-distance 
companies. Access charges are kept by the local phone companies. They are not 
forwarded to the federal government. Information on the subscriber line charge is 
provided at the FCC website [http://www.fcc.gov/cgb/telephone.html]. 

In conjunction with decisions related to the implementation of the 
Telecommunications Act of 1996, the FCC revised the SLC for residential and 
business customers with more than one telephone line, although SLC charges for 
customers with a single line did not change. In most cases, until the CALLS 
revisions, the SLC for a primary residential line was $3.50 per month. Any 
additional residential lines are considered non-primary lines. The SLC for non- 
primary lines was capped at $5 per line per month through 1998. Starting in 1999, 
the SLC for non-primary residential lines was adjusted for inflation and increased $ 1 . 
It was capped at $6.07. However, this did not mean that all non-primary lines 
incurred a $6.07 charge on a telephone bill. If the local telephone company’ s average 
interstate costs of providing that line were less than $6.07, it could only charge the 
actual amount of its costs to a consumer. 

CALLS Revisions of the SLC. As of July 1, 2000, the SLC and PICC for 
residential and single line businesses were consolidated into a new SLC. The PICC 
charge was eliminated as a separate charge. The new primary line residential and 
single-line business SLC was capped at $4.35 per month and on July 1, 2001, rose 
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to $5. Under this plan, the cap was scheduled to rise to $6 on July 1, 2002, and to 
$6.50 on July 1, 2003. The increases after 2001 are subject to FCC validation. The 
FCC noted that, for the first year, the new single SLC charge was lower than the 
separate SLC and PICC charges combined. 

The SLC cap for residential customers and single-line businesses remained at 
$3.50 for smaller local telephone companies (approximately 1 ,300 carriers providing 
service to less than 10% of total telephone access lines). On October 11, 2001, the 
FCC adopted an order to reform these charges also. 4 In this order, referred to as the 
MAG (Multi-Association Group) Plan, the SLC caps for the smaller carriers were 
increased to the same levels paid by most other telephone subscribers. As of January 
1, 2002, the SLC cap for residential and single-line businesses increased to $5. 
Beyond that date, the FCC conducted cost review studies, and increased to $6 on July 
1, 2002, and to $6.50 on July 1, 2003. 



2002 and 2003 Increases in the Subscriber Line Charge. On June 
5, 2002, the FCC, following a cost review proceeding, determined that the 
scheduled increases in the subscriber line charge were appropriate and necessary 
to fulfill the commission’s access charge reform plans. 5 As a result, on July 1, 
2002, the subscriber line charge cap for residential and single-line business 
customers increased to $6 and increased again to $6.50 on July 1, 2003. The FCC 
noted that raising the cap does not mean that all customers will necessarily see a 
charge at the cap level on their bill. If a phone company’s cost of providing the 
line is less than the cap, it may only recover that actual cost. The cap is the 
maximum charge that may appear on a bill and applies to all carriers. In order to 
ensure the affordability of phone service for low-income consumers, the FCC 
expanded the Lifeline support program, part of the universal service mechanism, 
to cover the full amount of SLC charges. 



Under the CALLS plan, non-primary line residential (two or more lines in the 
home) SLC charges were increased and capped at $7 beginning July 1, 2000. The 
charge will remain at this level for five years. However, if the telephone company’s 
average interstate costs of providing the line are less than $7, it may only charge the 
customer the amount of its costs. Not all non-primary residential lines will be 
charged at the $7 cap. Prior to the implementation of CALLS, this charge was 
capped at $6.07, but was scheduled to increase by $1 plus an amount for inflation on 
July 1, 2000. 



4 U.S. Federal Communications Commission, In the Matter of Multi-Association Group 
Plan for Regulation of Interstate Sendees of Non-Price Cap Incumbent Local Exchange 
Carriers and Interexchange Carriers, FCC 01-304, adopted Oct. 11, 2001, released Nov. 
8, 2001. Available via the FCC website at [http://www.fcc.gov]. 

5 U.S. Federal Communications Commission, In the Matter of Cost Review Proceeding for 
Residential and Single-Line Business Subscriber Line Charge (SLC) Caps, FCC 02-161, 
adopted June 4, 2002, released June 5, 2002. Available via the FCC website at 
[http://www.fcc.gov]. 
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In the MAG Plan, the FCC adopted the MAG proposal to apply the same SLC 
caps to primary and non-primary residential lines of the smaller carriers. The FCC 
stated that several commenters in this proceeding indicated that higher SLC rates for 
non-primary lines would limit the growth of these lines, which are often used for 
advanced telecommunications services and are an important source of revenue for the 
smaller carriers. 

Prior to CALLS, the maximum SLC for businesses with multiple lines was $9 
per line per month through 1998. In 1999, the multiple line business SLC was 
adjusted for inflation and increased to $9.20 per line. This charge was adjusted for 
inflation annually. As with the residential SLC, local phone companies could only 
recover their costs. Thus, business customers with multiple lines did not necessarily 
see a $9.20 charge for each line. The amount could be less, and according to the 
FCC, the average SLC for businesses with multiple lines was $7.17. As a result of 
the adoption of the MAG Plan order, the multiple line SLC cap for smaller carriers 
increased to $9.20 on January 1, 2002. 

Multiple line businesses will not see a consolidation of the PICC and SLC 
charges. Under the CALLS plan, the multiple line business PICC is capped at $4.31 
(its pre-CALLS cap) and will be reduced and eliminated in most areas over the next 
several years (or sooner). The multiple line business SLC will be frozen for five 
years. For business customers of the largest local phone companies, the SLC charge 
is $9.20 or the company’s average interstate cost of providing the line in that state, 
whichever is less. Multiple line business customers of the smaller local telephone 
companies will be charged $6 or the cost of providing the line in that state, whichever 
is less. The FCC plans to reevaluate the multiple line business charges at the end of 
the five-year period covered by the CALLS plan. 

The presence of a cap does not mean that every customer will be charged that 
specific amount on their bill. The cap is the maximum charge that may appear. The 
actual charge on an individual phone bill may be lower than the cap. 

Presubscribed Interexchange Carrier Charge (PICC). ThePICCbegan 
appearing on telephone bills in January 1998. It was a flat-rate per-line charge that 
long-distance companies paid to local telephone companies. It was charged in 
addition to the SLC, because the FCC determined that the SLC did not allow local 
phone companies to recover all of the fixed costs associated with the interstate 
portion of the local loop. The FCC set PICC charges as ceilings, not absolute rates, 
and thus specific PICCs varied from state to state depending upon the costs of 
providing service within the state. The charge could be assessed for all telephone 
lines regardless of whether a business or residential customer had actually selected 
(presubscribed) a specific long-distance company. 

As of July 1, 1999, the PICC for primary residential lines and businesses with 
a single line was capped at $1.04 per month, up from $0.53 in 1998. The primary 
line and single line business PICC was adjusted annually for inflation and increased 
by $0.50. Through June 30, 2000, the maximum PICC charge for non-primary 
residential lines was $2.53 per line per month, up from $1.50 in 1998. The cap for 
business customers with multiple phone lines was raised to $4.3 1 per line per month, 
up from $2.75 in 1998. The multiple business line PICC ceiling could be adjusted 
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for inflation and increased, if necessary, by approximately $1.50 per year. As with 
the residential and single-line business PICC, the FCC estimated that, as its plans 
were implemented, PICC charges would decrease and eventually reach zero in many 
places. 

Long-distance companies took various approaches to including or not including 
PICC charges on phone bills. In some cases, the charges appeared as an itemized line 
on a bill, but they also may have been lumped in with other charges and labeled 
“national access fee” or “carrier line charge.” The FCC did not order long-distance 
companies to present PICC charges in a specific way, nor did the FCC order the 
companies to charge the customer directly for PICC charges. The FCC stated that 
its reductions in access charges which the long-distance companies pay to local 
phone companies largely offset any increases in per-line or other charges, making 
them revenue-neutral. Some long-distance companies chose to recover all or part of 
the PICC charges from their customers and stated that they had to do so because their 
costs rose and the FCC reductions in access charges were not enough and had already 
been passed on to customers. Long-distance companies requested further reductions 
of these charges. 

CALLS Revisions of the PICC. Under the CALLS plan, on July 1, 2000, 
the PICC charge was eliminated as a separate charge for residential and single line 
business customers. The PICC and SLC (see section “Subscriber Line Charge”) were 
consolidated into a single, new SLC charge. However, multiple line businesses will 
not see a consolidation of the PICC and SLC charges. The multiple line business 
PICC will be capped at $4.31 (its pre-CALLS cap) and will be reduced and 
eliminated in most areas over the next several years (or sooner). As with SLC caps, 
the presence of a PICC cap does not mean that all customers will be charged at the 
cap rate. The specific charge may be less than the cap and must be based on the 
actual cost of providing phone service in each area. 

Other CALLS Provisions. Overall, according to the FCC, this action will 
simplify charges and reduce the fees appearing on monthly bills, especially for low- 
volume residential and business users. Due to the wide variety of billing formats, the 
different fees on telephone bills, charges attached to different calling plans, and the 
volume of calls a customer makes, it is not possible to state that any particular bill 
will decrease by a specific amount or percent. The FCC has stated, however, that 
low-volume users (30 minutes or less of long-distance calling per month) may save 
between $10 and $50 per year. Various observers believe it is even more difficult to 
quantify savings for heavy users of long-distance services. In addition, this action by 
the FCC may result in an increase in local and long-distance competition and further 
reductions in long-distance charges. 

According to the FCC, some of the major consumer benefits of the CALLS plan 
are as follows: 

• the elimination of the residential and single line busines s PICC . The 
multiple line business PICC will be reduced over time and 
eliminated in some areas. 
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• a $3.2 billion reduction in access charges paid by long-distance 
companies to local phone companies. 

Although major long-distance companies have agreed to pass these savings on 
to their customers over the five-year life of the CALLS plan, some consumer groups 
and analysts question whether all of the savings would actually reach consumers, and 
when. The government cannot force the companies to pass on the savings. It is not 
clear at this time whether per minute charges for long-distance calling will fall. 

• availability of at least one long-distance plan (to AT&T and Sprint 
customers) that does not have a monthly minimum use charge. 

Monthly minimum use fees (see the section “Minimum Use Fees”) of 
approximately $3 per month have been charged by some long-distance carriers to 
customers who do not make large volumes of long-distance calls. Although this plan 
does not abolish the use of minimum monthly fees and the FCC did not reach the 
conclusion that such flat fees were unreasonable, inequitable, or inconsistent with the 
Communications Act, companies agreed to eliminate or make avoidable some of 
these fees. 

As part of the CALLS proposal, AT&T and Sprint agreed to make long-distance 
plans available that would address the needs of low-volume users. Also, members 
of the coalition agreed to work with the Consumer Information Bureau at the FCC 
to develop a consumer education plan. The plan will address important issues 
relating to long-distance and local phone service pricing and service. In addition, the 
CALLS companies will create programs and materials to assist consumers in 
understanding their telephone bills. In order to reach the maximum number of 
consumers, the materials must be available in various formats and languages. Within 
90 days of publication of provisions of the Order in the Federal Register, CALLS 
companies had to submit a compliance statement relating to their consumer education 
plan to the FCC. 6 Education efforts must continue over the five-year life of the plan. 
A report was filed with the FCC on September 19, 2000. 

As part of the education effort, the CALLS member companies established 
websites to provide phone bill assistance and other information to consumers. See 
[http://www.lifelinesupport.org/li/lls/]. 

• identification of $650 million in implicit universal service support 
and establishment of an explicit universal service support 
mechanism to replace the implicit support. 

According to the FCC, phone companies were collecting approximately $650 
million in universal service (see the section “Universal Service”) support for high- 
cost customers through their access charges. Under the new rules, this money is 
removed from access charges and replaced with an assessment on all 
telecommunications carriers’ interstate revenues. The money will be placed in a new 
universal service mechanism (separate from the existing high-cost fund) and made 



6 Federal Register, June 21, 2000, pp. 38684-38704. 




